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the time it will take to effect collec-
tion. Collection costs may be a sub-
stantial factor in the settlement of
small debts.

(i) In determining whether the costs
of collection justify enforced collection
of the full amount, the Secretary will
consider whether continued collection
of the debt, regardless of cost, is nec-
essary to further an enforcement prin-
cipal, such as the Government’s will-
ingness to pursue aggressively default-
ing and uncooperative debtors.

(4) Doubt debt can be proven in court.
There is significant doubt concerning
the Government’s ability to prove its
case in court.

(i) If there is significant doubt con-
cerning the Government’s ability to
prove its case in court for the full
amount claimed, either because of the
legal issues involved or because of a
bona fide dispute as to the facts, then
the amount accepted in compromise of
such cases should fairly reflect the
probabilities of successful prosecution
to judgment, with due regard to the
availability of witnesses and other evi-
dentiary support for the Government’s
claim.

(i) In determining the litigation
risks involved, the Secretary will con-
sider the probable amount of court
costs and attorney fees pursuant to the
Equal Access to Justice Act, 28 U.S.C.
2412, that may be imposed against the
Government if it is unsuccessful in liti-
gation.

(b) Installments. The Secretary gen-
erally will not accept compromises
payable in installments. This is not an
advantageous form of compromise in
terms of time and administrative ex-
pense. If, however, payment of a com-
promise in installments is necessary,
the Secretary shall, except in the case
of compromises based on paragraph
(a)(4) of this section, obtain a legally
enforceable written agreement pro-
viding that, in the event of default, the
full original principal balance of the
debt prior to compromise, less sums
paid thereon, is reinstated. The Office
of the General Counsel should be con-
sulted concerning the appropriateness
of including such a requirement in the
case of compromises based on para-
graph (a)(4) of this section. Whenever
possible, the Secretary will obtain se-

97

§30.26

curity for repayment in the manner set
forth in subpart B of this part.

§30.23 Enforcement policy.

The Secretary may compromise stat-
utory penalties, forfeitures, or claims
established as an aid to enforcement
and to compel compliance if the De-
partment’s enforcement policy, in
terms of deterrence and securing com-
pliance, present and future, will be ade-
quately served by the Secretary’s ac-
ceptance of the sum to be agreed upon.

§30.24 Joint and several liability.

(@) When two or more debtors are
jointly and severally liable, the Sec-
retary will pursue collection against
all debtors, as appropriate. The Sec-
retary will not attempt to allocate the
burden of payment between the debtors
but will proceed to ligquidate the in-
debtedness as quickly as possible.

(b) The Secretary will ensure that a
compromise agreement with one debtor
does not automatically release the De-
partment’s claim against the remain-
ing debtor(s). The amount of a com-
promise with one debtor shall not be
considered a precedent or binding in
determining the amount that will be
required from other debtors jointly and
severally liable on the claim.

§30.25 Further review of compromise
offers.

If the Secretary is uncertain whether
to accept a firm, written, substantive
compromise offer on a debt that is
within the Secretary’s delegated com-
promise authority, the Secretary may
refer the offer to the Civil Division or
other appropriate litigating division in
Justice, using a CCLR accompanied by
supporting data and particulars con-
cerning the debt. Justice may act upon
such an offer or return it to the Sec-
retary with instructions or advice.

§30.26 Consideration of tax con-
sequences to the Government.
In negotiating a compromise, the

Secretary will consider the tax con-
sequences to the Government. In par-
ticular, the Secretary will consider re-
quiring a waiver of tax-loss-carry-for-
ward and tax-loss-carry-back rights of
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the debtor. For information on dis-
charge of indebtedness reporting re-
quirements see §30.32.

§30.27 Mutual release of the debtor
and the Government.

In all appropriate instances, a com-
promise that is accepted by the Sec-
retary will be implemented by means
of a mutual release. The terms of such
mutual release shall provide that the
debtor is released from further non-tax
liability on the compromised debt in
consideration of payment in full of the
compromise amount and the Govern-
ment and its officials, past and present,
are released and discharged from any
and all claims and causes of action
arising from the same transaction that
the debtor may have. In the event a
mutual release is not executed when a
debt is compromised, unless prohibited
by law, the debtor is still deemed to
have waived any and all claims and
causes of action against the Govern-
ment and its officials related to the
transaction giving rise to the com-
promised debt.

Subpart D—Suspending and
Terminating Collection Activities

§30.28 Scope and application.

(a) Scope. The standards set forth in
this subpart apply to the suspension or
termination of collection activity pur-
suant to 31 U.S.C. 3711 on debts that do
not exceed $100,000, or such other
amount as the Attorney General may
direct, exclusive of interest, penalties,
and administrative costs, after deduct-
ing the amount of partial payments or
collections, if any. Prior to referring a
debt to Justice for litigation, the Sec-
retary may suspend or terminate col-
lection under this subpart with respect
to debts arising out of activities of, or
referred or transferred for collection
services to, the Department.

(b) Application. (1) If, after deducting
the amount of partial payments or col-
lections, the principal amount of the
debt exceeds $100,000, or such other
amount as the Attorney General may
direct, exclusive of interest, penalties,
and administrative costs, the authority
to suspend or terminate rests solely
with Justice.
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(2) If the Secretary believes that sus-
pension or termination of any debt in
excess of $100,000 may be appropriate,
the Secretary shall refer the debt to
the Civil Division or other appropriate
litigating division in Justice, using the
CCLR. The referral will specify the rea-
sons for the Secretary’s recommenda-
tion. If, prior to referral to Justice, the
Secretary determines that a debt is
plainly erroneous or clearly without
merit, the Secretary may terminate
collection activity regardless of the
amount involved without obtaining
Justice concurrence.

§30.29 Suspension of collection activ-
ity.

(a) Generally. The Secretary may sus-
pend collection activity on a debt
when:

(1) The Department cannot locate the
debtor;

(2) The debtor’s financial condition is
expected to improve; or

(3) The debtor has requested a waiver
or review of the debt.

(b) Financial condition. Based on the
current financial condition of a debtor,
the Secretary may suspend collection
activity on a debt when the debtor’s fu-
ture prospects justify retention of the
debt for periodic review and collection
activity, and:

(1) The applicable statute of limita-
tions has not expired;

(2) Future collection can be effected
by administrative offset, notwith-
standing the expiration of the applica-
ble statute of limitations for litigation
of claims, with due regard to the 10-
year limitation for administrative off-
set prescribed by 31 U.S.C. 3716(e)(1); or

(3) The debtor agrees to pay interest
on the amount of the debt on which
collection will be suspended, and such
suspension is likely to enhance the
debtor’s ability to pay the full amount
of the principal of the debt with inter-
est at a later date.

(c) Waiver or review. (1) The Secretary
shall suspend collection activity during
the time required for consideration of
the debtor’s request for waiver or ad-
ministrative review of the debt if the
statute under which the request is
sought prohibits the Secretary from
collecting the debt during that time.



